Les commentaires et analyses développés n'engagent que leurs auteurs qui restent seuls responsables des erreurs et insuffisances. Two definitions of fiscal adjustment are considered and a conditional logit model is used to perform the analysis. Evidence is shown that except for the case of low-income countries, remittances increase the likelihood of fiscal consolidation, be the latter gradual or rapid. Surprisingly, we observe that aid unpredictability, except in SSA countries where the effect is strongly positive and significant, does not affect the adoption of fiscal consolidation measures in all the groups considered.
INTRODUCTION
The issue of fiscal consolidation has been greatly explored in the empirical literature. The latter encompasses two main strands: the impact of fiscal consolidation measures on macroeconomic variables such as growth, investment, savings, etc., and the determinants of fiscal consolidation.
Whereas the first strand of this empirical literature has been explored well in relation to both developed and developing countries, the second strand, apart from certain scarce studies (such as Larvigne, 2010) , has focused mainly on developed countries.
In 2000, the international community committed itself to achieving eight Millennium Development Goals (MDGs) by 2015.
1 The achievement of these goals requires a substantial transfer of resources (including for e.g. aid flows and migrants' remittances) to developing countries.
On one side, the substantial literature on the effects of workers' remittances has highlighted the welfare-enhancing benefits of remittances for the recipients' households, as well as their macroeconomic effects: remittances are said for example to reduce poverty rates (Adams, 2005; Gupta et al., 2009 ) and minimize the consumption volatility of transfer recipients through their compensatory nature (see for example Chami et al., 2003; Chami et al., 2009; IMF, 2005; World Bank, 2006) ; remittances are also said to increase consumption, expand the revenue base and thus allow the government to carry more debt or incur greater expenditure (Chami et al., 2006) . In addition, remittances are said to exert a linear and direct effect on economic growth (for e.g. Chami et al.,2009b) , and their effects could be positive on economic growth conditioned upon some factors such as the quality of governance and the financial development (see for e.g. Catrinescu et al. (2009) ).
On the other side, the international community has adopted the concept of the 'predictability of aid' through the Paris declaration (2005) of aid effectiveness in which donors committed to providing 'better aid' for the purpose of MDGs' attainment. 2 As highlighted by Celasun and Walliser (2008) , 'more predictable aid would improve recipient countries' ability to plan for aid flows and allow them to more effectively execute the activities financed with such aid. Low predictability, by contrast, is costly by requiring adjustments to government consumption and investment plans with potential harmful effects on the objective attached to the spending of aid resources.'
1 See the complete list of Millenium Development Goals on the United Nations Millenium Development Goals website at: http://www.un.org/milleniumgoals/ 2 Particularly by halving extreme poverty by 2015.
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The development aid flows' unpredictability is associated with reductions in government spending and/or increases in taxes (see for example Gemmell and McGillivray, 1998) . According to Lensink and Morrissey (2000) , aid uncertainty may negatively affect the impact of aid on economic growth. Pallage and Robe (2003) underscore that the lack of predictability due to aid delivered late compared with the original plans could at the same time be a source of pro-cyclicality, with aid flows arriving when the economic downturn is over and reinforcing economic cycles rather than dampening them, imposing costs on economic management and reducing welfare.
Meanwhile, evidence shows that OECD donors do not honour their aid commitments (see for example Bulir and Hamman, 2001 Celasun and Walliser, 2008) . In addition, external and domestic shocks affecting remitters in their host countries (usually developed countries) can lead to a sudden and important decline in the remittances sent. In such circumstances, the public finances in developing countries could be severely affected and prompt the interested countries to adopt fiscal consolidation measures.
The main purpose of this study is to investigate the effect of external resource transfers on the decision of governments in developing countries to adopt fiscal austerity measures. In particular, we explore how migrants' remittances and the unpredictability of development aid affect the inclination of these governments' recipients to adopt fiscal adjustment measures.
The remainder of this paper is organized as follows. The next section reviews the literature on the fiscal consolidation issue. The following section presents our definitions of 'the episodes of fiscal consolidation in developing countries'. Next we elaborate the hypotheses to be tested, then we present the model to be estimated as well as the econometric technique. Subsequently, we present the data, evaluate the estimations' results and finally conclude.
REVIEW OF THE LITERATURE
There is a huge amount of literature on the macroeconomic consequences of fiscal consolidation (effects on growth, interest rates, real exchange rates, current accounts, savings, consumption, etc.) in both advanced and developing countries. However, among the few studies devoted to the determinants of fiscal adjustment, those that focus on developing countries are scarce. We summarize here the literature on the determinants of fiscal consolidation with a special focus on developing countries. Adams and Bevan (2003) study the variations in the persistence of episodes of fiscal stability and conclude that: the OECD and developing countries on one side and middleincome and low-income countries on the other side differ significantly in terms of fiscal stance and the determinants of fiscal stability; in contrast to the conventional structural characteristics of the economies, the level of income plays a major role in explaining the persistence of fiscal stability; the ability of countries to maintain a sustainable fiscal stance is negatively affected by a history of poor fiscal management, with this legacy deteriorating rapidly for middle-income and OECD countries and not for low-income countries; fiscal stability is underpinned by revenue reforms rather than expenditure cuts, particularly for lowincome countries. Gupta et al. (2004) show evidence that the duration of fiscal adjustment episodes in developing countries is driven by the size of fiscal adjustment, economic growth, the composition of expenditure and past performance in fiscal consolidation. In addition, the availability of external financing is found to reduce the probability of continuing fiscal consolidation. Gupta et al. (2005) conclude from a study on twenty-five emerging market countries that the legacy of previous fiscal failures, the size of the fiscal deficit, the composition of spending and the level of total revenue are the main determinants of the probability of a fiscal adjustment ending; the persistence of fiscal adjustments is affected by the initial debt stock, the exchange rate developments, inflation and the unemployment rate. Heylen and Everaert's (2000) definition of fiscal consolidation).
They find that both gradual and rapid fiscal adjustments are driven by the initial budgetary situation (captured by the structural budget deficit and the debt-to-GDP ratio) as well as broad policy reform. Regarding the economic state, only gradual adjustments are affected by inflation. Thornton and Mati (2008) use two definitions of fiscal consolidation to investigate the influence of the exchange rate on the success of fiscal consolidation in twenty-three emerging market economies. Their empirical results suggest that exchange rate depreciation significantly raises the probability of a fiscal consolidation being successful in these countries, when controlling for debt, economic growth, the composition of the consolidation and the degree of democracy.
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Larvigne (2010), in contrast to the previously quoted studies, examines not only the political and institutional determinants of fiscal adjustments (called 'adjustment status'), but also those of the adjustments' need. In other words, his study aims at determining the role of political and institutional factors that explain why countries become fiscally distressed, why some fiscally consolidate when required and why others are unable to adjust despite an evident need to do so. He finds evidence that budgetary institutions play a key role in fiscal adjustment situations in developed countries: fiscal rules help avoid situations of fiscal distress whereas fiscal performance management systems improve the odds of implementing adjustments. Regarding developing countries, it is mainly the institutional quality that matters for fiscal adjustment need and status: whereas strong scores of broad measures of institutional quality (e.g. rule of law indices) help avoid fiscal distress situations in certain countries, weaker scores in other countries induce the latter to implement large fiscal adjustments.
The next section explains how we identify episodes of fiscal consolidation in our sample of developing countries.
EPISODES OF FISCAL CONSOLIDATION IN DEVELOPING COUNTRIES
In this study, the fiscal consolidation variable used is a binary variable that identifies the years in which a fiscal adjustment occurs in a developing country. This variable takes the value of '1' if there is a fiscal adjustment in a particular year and '0' otherwise.
In the empirical literature of budget deficits, there is no consensus upon the criteria to be used to identify fiscal adjustment years. Adam and Bevan (2003) usefully distinguish two approaches in the existing work: the level approach, which ex ante defines a specific threshold and considers all countries that have a deficit smaller than this value to be consolidating, and the gradient approach, which evaluates the yearly change in the deficit and considers all countries whose deficit decreases by more than a certain threshold to be in a period of fiscal consolidation. Our study is in the vein of the second approach and we consider here two definitions of fiscal adjustment.
The first is proposed by Alesina and Ardagna (2010) and is also used for example in Alesina and Ardagna (1998) , Alesina and Perotti (1995 , 1997a , 1998 The second definition is from Heylen and Everaert (2000) and captures gradual fiscal adjustment: 'A period of fiscal adjustment is any period starting with an improvement in the budget balance by at least 0.25% points in the first year, a minimum duration of 2 years and a total improvement of the budget balance by at least 2% points.'
To identify the fiscal consolidation episodes, the common practice in the empirical literature is to use a measure of the structural fiscal balances in relation to GDP, i.e. to abstract the business cycle influences from the fiscal balances. However, regarding developing countries, these business cycles' influences remain weak because automatic fiscal stabilizers have a small size and are much less effective (see e.g. Balassone and Kumar (2007) for sub-Saharan African countries and Thornton and Mati (2008) for emerging market economies). This is why Thornton and Mati (2008) define fiscal consolidation episodes with respect to changes in the unadjusted primary balance and control for business cycle effects in their regression analysis. In this study, we follow that approach.
It is worth mentioning that although the two definitions of fiscal consolidation used here partly overlap, they are not identical. These definitions are applied to a sample of 
HYPOTHESES TO BE TESTED
In this part, we present and discuss the different hypotheses to be tested.
Hypothesis 1: Effect of Remittances
Remittances, by allowing higher levels of consumption and borrowing, can induce governments to take advantage of the fiscal space afforded by them. Therefore, they may reduce the incentives of governments to maintain fiscal policy discipline (Chami et al., 2008) . Accordingly, the higher the migrants' remittances, the higher the likelihood of the governments engaging in excessive deficits and thus adopting fiscal adjustment measures in order to signal to the financial markets (investors) or other lenders (such as international financial institutions and bilateral donors) that their public finances are on a sustainable path.
On the other hand, Chami et al. (2008) stress that remittances, even if not taxed directly, may indirectly increase the government's revenue from consumption and trade-based taxation (because they contribute to higher consumption levels of domestic and imported goods).
Furthermore, the tax structures in place in the remittance-receiving countries play an important role in the strength of this channel (see Gordon and Li, 2006) . Therefore, we can also infer that migrants' remittances, by increasing the tax base for a given level of government spending, will be likely to reduce the likelihood of fiscal adjustment. We introduce this variable with one-year lagged values to avoid the bias induced by the simultaneity between the fiscal adjustment and the remittance variables.
Hypothesis 2: Effect of Unpredictability of Development Aid Inflows
The concepts of 'aid unpredictability' and 'aid volatility' are closely related and often used interchangeably in the empirical literature. In this paper, we make a distinction between them.
Following Bulir and Hamann (2001 and Celasun and Walliser (2008) , we define the predictability of aid flows as the situation in which recipients can be confident about the amount and timing of aid disbursements. Conversely, aid is said to be volatile if it moves up and down significantly between two time periods.
Low predictability may result in more volatile aid, and aid could simultaneously be volatile and predictable since volatile aid disbursements can in part mirror the lumpiness of the spending of large investment projects (Celasun and Walliser, 2008) . Moreover, Gemmell and McGillivray (1998) stress that unpredicted shortfalls in aid inflows are followed by halshs-00677108, version 1 -7 Mar 2012 reductions in government spending and/or increases in taxes. According to Foster (2003) , the direct costs of a shortfall in aid depend on the link between aid finance and specific expenditures. If aid is paying for the local provision of goods and services, a shortfall will cause the government to have a tighter fiscal policy.
Overall, these developments allow us to expect aid flow unpredictability to be associated with fiscal adjustment in recipient countries.
Hypothesis 3: Effect of Development Aid Inflows
Irrespective of the effects of aid unpredictability, we also expect the development aid inflows to affect the likelihood of fiscal retrenchment in developing countries through their effects on government revenues. These effects can be either positive or negative, depending on whether the aid flows serve to increase the tax revenues and government spending or decrease them.
However, there is no consensus in the empirical literature regarding the aid effect on tax revenue. Aid inflows can increase the government revenue through the improvement of customs and tax administration in developing countries (see for example Chambas et al., 2008) . Moreover, by improving the efficiency of public spending, aid could lead to an increase in public services supply and thus reinforce the tax civism (Chambas et al., 2008) .
At the same time, when receiving aid flows, recipient governments of developing countries can compare the social costs of each category of resources. Thus, an important flow of aid could reduce the tax effort of governments (Kaldor, 1963) . However, if the macroeconomic associated costs of a surge of aid inflows are high, then the tax effort is likely to increase (Chambas et al., 2008) .
In addition, Azam et al. (1999) provide evidence that the low quality of institutions is likely to exacerbate the negative effect of aid flows on tax revenues. Chambas et al. (2008) also highlight that aid inflows can affect tax revenues negatively through the low quality of government spending.
Summing up, the effects of aid on government revenue in developing countries remain uncertain. Accordingly, these effects on the decision to adjust the government budget or not are ambiguous. To avoid simultaneous bias, we also introduce here this variable with a oneyear lagged value into our model.
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Hypothesis 4: Effect of the Real Exchange Rate
The purpose of fiscal retrenchment to eliminate a current account deficit may result in domestic problems such as unemployment and low growth. Thus, fiscal stabilization may need to be accompanied by policies that achieve real exchange rate depreciation.
The effect of the real exchange rate depreciation may be either positive or negative on the fiscal balance, and thus on the decision to consolidate the budget, depending on the structure of the budget. One can also expect fiscal stabilization measures to affect the real exchange rate, although the specific effects in terms of appreciation or depreciation are likely to reflect the underlying economic situations. More particularly, developing countries characterized by limited capital flows tend to monetize fiscal deficits to a much greater extent than industrial countries. Consequently, fiscal consolidation (expansion) is much more unambiguously likely to lead to exchange rate appreciation (depreciation), even in the short run.
To avoid reverse causality from the fiscal consolidation to the real exchange rate, we introduce the one-year lagged values of the variable 'real effective exchange rate' into the model.
Hypothesis 5: Effect of the Primary Budget Deficit and Debt
These two variables reflect the need to adjust since there is no reason to adjust in the absence of an adverse fiscal position. We expect, all other things being equal, that the higher the primary budget deficit or the debt accumulated, the higher the likelihood of fiscal adjustment.
Hypothesis 6: Effect of Inflation
Monetary easing, by increasing inflation, can induce budget deficits and thus increase the likelihood of fiscal adjustments, as a result of the inter-relationship exists between fiscal policies and monetary policies (Mélitz, 1997; Wyplosz, 1999) . Furthermore, the policy mix between the two significantly affects the level of output, prices and interest rates in the economy. Mélitz (1997) and Wyplosz (1999) provide evidence that the fiscal policy tends to relax when the monetary policy tightens, for several reasons: -a fiscal expansion will compensate for the contraction effect on output induced by monetary tightening;
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-high interest rates induced by monetary policy tightening can make new public debt titles more attractive to private investors. Thus, obtaining private financing of public works becomes easier for the government.
In the same vein, Von Hagen et al. (2001) show that monetary policy easing in year t increases the likelihood of starting a fiscal consolidation in year t+1. Therefore, we introduce the variable 'inflation' with one-year lagged values into the model.
Hypothesis 7: Effect of the GDP Growth and the Economic Cycle
Following the empirical literature, we expect fiscal adjustment to take place under favourable economic conditions like high GDP growth. Once again, to avoid the simultaneity effect, we include the GDP growth variable with one-year lagged values.
The distance between the actual output and its potential level (output gap) is also an important determinant of timing fiscal adjustments. Indeed, the economic cycle may affect the budget on both the revenue side and the expenditure side. For example, during economic booms, public revenue increases as the tax revenue rises, firms will increase their profits, more employment will be created and unemployment subsidies charges will be reduced for the state. By contrast, in an economic downturn, exactly the opposite effects will transpire.
This explains why adjustments tend to occur when the economy is in expansion, and rarely take place during recessions. Accordingly, we follow Von Hagen et al. (2001), who stress that a large output gap increases the likelihood of fiscal adjustments being started, but reduces the likelihood of the consolidation being long-lasting. However, as mentioned in the previous section, the empirical literature documents that the effect of the economic cycle on the budget deficit through automatic stabilizers is more important in developed countries than in developing ones.
Summing up, we expect the output gap to exert a positive effect on the two types of fiscal consolidation measures.
Note that we follow Larvigne (2010) in including the output gap in addition to the GDP growth (as we do not adjust the primary deficit for the economic cycle) in our model. This is justified by the fact that the GDP growth may have indirect effects on the prospects for fiscal consolidation (e.g. it may be easier to bear the political cost of adjustment when growth is strong; see Annett, 2002) .
Hypothesis 8: Effect of IMF Programmes
IMF programmes may have some beneficial impacts on the attempts to make fiscal efforts (Larvigne, 2010) . Indeed, the IMF stabilization programme, i.e. the IMF balance of payments assistance and conditionality, could have provided incentives to countries that are subject to them to undertake a fiscal consolidation episode. Thus, we expect a positive effect of IMF programmes on the decision to adjust the fiscal position in developing countries.
Hypothesis 9: Effect of Institutional Quality and Democracy
Effect of Institutional Quality
The overall quality of institutions plays a key role in conducting fiscal policy: a high institution quality could foster a more efficient public sector and minimize corruption, translating into a better use of revenues and increased tax collection. Furthermore, Lane and Tornell (1999) explain that 'strong institutions can also guard against fiscal policy failing vested interests'. The indicator of institutional quality used in this paper is the 'rule of law'.
The latter captures the institutions that manage public resources and provide a framework for the organization of private activity. This aggregate measure evaluates the system of laws, conventions and behaviour that support market economies, encourage investment and protect public goods (see for example Larvigne 2010). Therefore, good institutional quality is expected to reduce the probability of fiscal adjustment in developing countries.
Democratic Accountability
This variable captures the responsiveness of a government to its people. According to Larvigne (2010) , the net effect of the quality of democratic institutions on fiscal consolidation is uncertain. He explains this uncertainty by the fact that whereas certain democracies can elect fiscal reformers, there could be instances in which open and consultative democratic regimes fail to form the consensus required for a prolonged fiscal adjustment. Similarly, the absence of opposition may facilitate the implementation of emergency fiscal measures.
MODEL SPECIFICATION AND ECONOMETRIC TECHNIQUE
In this section, we formulate the model that will be estimated empirically. As there is no theoretical model or unified framework that deals with the economic and political determinants of fiscal adjustments, we follow the strategy adopted by Mierau et al. (2007) , who, instead of focusing on a particular theory, explore a wide range of explanatory variables.
However, as our principal variables of interest are 'aid unpredictability' and 'migrants' transfers', we focus mainly on those control variables that may affect either one of our interest variables, or both of them.
Description of the Model and the Econometric Technique
We probe the following structural model: ε is an error term.
Drawing from the empirical literature, these variables include those of which the tested hypotheses were previously discussed: the output gap; a measure of aid unpredictability; migrants' transfers (remittances); net aid disbursements; the real effective exchange rate; the primary budget deficit; the public debt stock; inflation; the annual GDP growth; an index of rule of law; and an index of democratic accountability.
Several empirical studies (for example Larvigne, 2010) use the pooled logit or probit technique to estimate this kind of model. In this paper, we implement panel data techniques to perform our analysis. These techniques allow us to control for the presence of countryspecific effects in order to avoid biased estimates.
That said, we turn now to the assumptions made regarding the error term. According The most decisive factor in the choice of one of these options is the relationship between it ν and i µ : in the absence of a correlation between it ν and i µ , we should opt for the random effects. However, if it ν and i µ are correlated, then the better option is the fixed effects model.
In this study, we choose to use the fixed-effects model for the following reasons:
although all of the developing countries could not be selected in our sample for data unavailability reasons, each country in the sample has its own economic, political and institutional characteristics that are likely to be correlated with the explanatory variables of the model. Therefore, there is a high probability of i µ being correlated with the covariates.
Since we opt for the model with fixed effects, the other issue is to choose between the unconditional fixed-effects estimator and the conditional fixed-effects estimator. Using the traditional unconditional fixed-effects estimator can pose certain statistical problems. In fact, applying the least squares dummy variable estimator (as in a linear panel) to this model with a binary dependent variable leads to inconsistent estimation of β in the logit model, unless T → ∞ . As i T is fixed in our model, the estimators of β are not consistent: this is known as the 'incidental parameters problem', which is more severe in the cases in which i T is small. Chamberlain (1980) halshs-00677108, version 1 -7 Mar 2012
The Temporal Dependence Issue
A concern when dealing with the binary time-series cross-section (BTSC) is modelling the temporal dependence (Beck et al., 1998) , as ordinary logit or probit models may result in overly high inferences (too high t-statistics). Beck et al. (1998) give evidence that panel logit data are identical to grouped duration data and suggest dealing with this problem by adding a series of dummy variables to the model. These dummies should capture the number of years since the previous occurrence of an 'event' (here, a fiscal adjustment). However, this solution has the drawback of leading to an important loss of degrees of freedom (due to the large number of dummy variables). Thus, Beck et al. (1998) propose as an alternative solution replacing the dummy variables with a smooth function based on cubic splines.
In this paper, we follow Beck et al.'s (1998) suggestion and include the smooth function based on cubic splines in our model. Moreover, we follow another suggestion of Beck et al.
(1998) and add another variable that captures the number of fiscal adjustments in the past (see also Mierau et al. (2007) , who adopt the same procedure). This latter addition is justified by the fact that standard logit models assume the adjustments to be independent from one another, an argument that is obviously not true (Mierau et al., 2007) .
THE DATA
In this section, we discuss the measures of our principal variables of interest: the unpredictability of aid inflows and migrants' remittances. The explanatory variables quoted above are described in table 3.
Measuring the Unpredictability of Aid Inflows
Bulir and Hamann (2001, 2006) argue that aid commitments tend to be used in budgetary exercises in recipient countries, mainly as a result of pressures from donors. Bulir and Hamann (2001 , 2006 find evidence that commitments systematically exceed disbursements and that aid cannot be predicted reliably on the basis of commitments: aid commitments are a poor predictor of aid receipts and incorporating the predicted aid inflows into fiscal planning can be costly. Furthermore, they observe that several episodes of spikes in commitments were not generally followed by increased disbursements. Pallage and Robe (2001) . In this paper, we construct our measure of aid unpredictability by relying upon a forecasting equation.
The Measure of Unpredictability of Aid Inflows
Our measure of aid inflows' unpredictability refers to Lensink and Morrissey (2000) . 
where t A is the development aid as a percentage of GDP, T is a time trend and t e is an error term with standard properties. According to the authors themselves, this forecasting equation is estimated in order to determine the expected component of the variable under consideration. Typically, this forecasting equation is specified as a second-order autoregressive process, extended with a time trend.
More precisely, the uncertainty in aid inflows is measured by Lensink and Morrissey (2000) as the standard deviation of the residuals from the forecasting equation. In our study, we adopt an approach that differs slightly from that of Lensink and Morrissey (2000) : instead of using the standard deviation of the residuals from the forecasting equation (which captures halshs-00677108, version 1 -7 Mar 2012 the volatility of aid inflows), we use the residuals from it. Thus, residual terms computed for each country of our sample from the forecasting equation are considered as the unanticipated aid inflows or unpredictability of aid receipts.
Measuring the Remittances
Since our second interest variable is the migrants' remittances, its measure matters for our estimation results. The discussion here is based on Chami et al. (2008) . Remittances are defined in the empirical literature (see for example Dilip Ratha, 2003) as 'unrequited, non-market personal transfers between households across countries'. When compiling statistics on the balance of payments, three components of remittances are taken into account: workers' remittances, employees' compensation and migrants' transfers (see Chami et al., 2008 for more details).
As highlighted by Chami et al. (2008) , when studying the macroeconomic effects of remittances, the choice of the measurement of remittances is important. According to them, among these three categories of remittances, workers' remittances conform most closely to the notion that researchers and policymakers have in mind when discussing remittance flows.
The authors criticize the common practice in the empirical literature of summing the three categories when compiling statistics on remittances and provide evidence that the data series on workers' remittances (the series in the World Bank Development Indicators (WBDI) that best reflect the behavioural aspects that are trying to be captured) should be used when conducting any econometric or statistical analysis and drawing conclusions regarding remittance behaviour.
Therefore, we follow Chami et al. (2008) and choose 'the workers' remittances' as our main remittance variable. We scale it by the gross domestic product. However, due to the lack of data on this variable for many countries, we also use 'the remittances' 3 that sum the three components described above. This allows us to compare the results and to draw our conclusions with regard to the effects of these variables on the inclination of governments to adjust the fiscal imbalances.
EVALUATION OF THE RESULTS
In this section, we present and analyze the empirical results obtained from the estimations of our conditional logit model. This analysis will primarily focus on our variables of interest (namely, the unpredictability of aid and the migrants' remittances), although we will also analyse the results obtained from the control variables.
The estimations are performed using our two measures of fiscal consolidation (FCAlesina and FCHeylen) on different types of samples: the full sample of developing countries and three sub-samples: low-income countries (LICs), sub-Saharan African countries (SSA) and Zone Franc countries. Note that the classification of these groups of countries is based on the World Bank's classification.
Before proceeding with the interpretation of our results, we find it useful to mention that as our model is a conditional logit one in which fixed or individual effects are not eliminated, it will not be possible for us to compute the marginal effects. This is why we opt for another way of intuitively interpreting these results: the use of an odds ratio analysis.
From equation (2), the probability of an occurrence of fiscal consolidation to the probability of a non-fiscal consolidation is given by In In each of these tables, we present the outcomes obtained when using each of the two variables of migrants' remittances. Recall that following the suggestion of Beck et al. (1998), we introduce into our model a variable reflecting the number of prior adjustments and the variables capturing the duration dependence (three splines variables and a variable measuring the number of years (the time) since the last adjustment).
In table 1, the student test for the individual duration dependence variables and the joint F-test on these variables suggest the absence of significance at the 10 per cent level.
Accordingly, we can infer that there is no duration dependence in the decision made by developing countries (as well as the full sample and the sub-samples) to adopt rapid fiscal adjustment measures. By contrast, the same tests in table 2 reveal the presence of significant duration dependence of the inclination of developing countries (the full sample and the subsamples) to adopt gradual fiscal austerity measures.
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In both the tables, the coefficient of the variable indicating the number of prior adjustments is negative and almost always highly significant. This suggests that the higher the number of previous adjustments (rapid/gradual), the lower the inclination of a government in developing countries to adopt rapid/gradual fiscal adjustment measures.
Let us turn now to the interpretation of our estimation results' coefficients.
Notice that in each of the two tables, the results obtained for our two remittances' variables (wrgdp and remitgdp) are to a large extent similar. For that reason, we will rely only on the results obtained for the variables 'wrgdp', that is, those of the workers' remittances, expressed as a percentage of GDP.
Consider first the full sample of developing countries. Our results from tables 1 and 2 suggest that workers' remittances increase the probability of both rapid and gradual fiscal adjustments in developing countries. This result confirms our hypotheses that more remittances, by allowing greater fiscal space in year t-1, lead governments to relax fiscal discipline and make unavoidable fiscal adjustment in year t. The unpredictability of aid inflows appears to exert no significant effect on the likelihood of both rapid and gradual fiscal adjustments. What about our sub-samples' results?
We find evidence of no significant impact of both migrants' remittances and aid unpredictability on the inclination of governments in LICs to adopt rapid fiscal adjustment measures. By contrast, the inclination of governments in low-income countries to adopt gradual fiscal consolidation measures is positively driven by both migrants' remittances and aid unpredictability: the higher the migrants' remittances in year t-1, the higher the likelihood of LICs adopting gradual fiscal retrenchment measures in year t. These results are not surprising because all of these countries are highly dependent on aid flows and remittances for their budgets.
Regarding SSA countries, both workers' remittances and aid unpredictability exert a strong positive impact on the probability of governments opting for rapid fiscal adjustments.
These results are once again not surprising because, as mentioned above, almost all of these countries are highly dependent on aid flows and remittances for their budgets. The same results are obtained for the group of Zone Franc countries, except that for this group, the impact of the unpredictability of aid inflows on the decision of rapid fiscal adjustment is insignificant. Turning to gradual fiscal consolidation measures, we obtain for SSA and Zone
Franc countries a positive and significant effect for the remittances variable, but no significant impact for the aid unpredictability variable.
Overall, the positive effect of migrants' remittances on the likelihood of fiscal adjustment raises the issue of the good management of government budgets in developing countries during the periods of increases of these transfers. While it has been shown that these transfers exert positive effects on economic growth and reduce poverty rates in developing countries, it should advisable for the governments of these countries to manage these resource inflows better during the periods of their increases in order to have a manoeuvre in bad times for implementing countercyclical fiscal policies when these resources are drying up.
Regarding aid unpredictability, we find that it is positively and significantly related to the decision (be it gradual or rapid) to adjust fiscal imbalances. This is in accord with our hypothesis.
What about the control variables now?
Whichever group of countries is considered (the group of developing countries, the LICs, the SSA and the Zone Franc countries' groups), the net aid disbursements appear to affect the occurrence of rapid fiscal adjustments negatively. The effect is statistically insignificant for the other groups of countries. In addition, the net aid disbursements (in per cent of GDP) exert a negative impact on the likelihood of gradual fiscal adjustments in all the groups, except for the Zone Franc countries, where the impact is statistically insignificant.
For all the groups of countries, an increase in the budget deficit induces a higher probability of both gradual and rapid fiscal adjustments. However, the effect of the other budgetary variable (namely the stock of public debt) appears to be mixed among the different groups of countries: whereas the public debt appears to exert no significant effect on rapid fiscal consolidation measures in the groups of developing countries and LICs, its effect is as expected positive and significant in Zone Franc countries but surprisingly negative in SSA countries. Conversely, for gradual fiscal adjustments, the stock of public debt does not significantly affect the decision to consolidate the budget in any of these groups of countries.
As expected, the economic cycle (output gap) does not affect the likelihood of fiscal consolidation (be it gradual or rapid) in any of our groups of countries. This confirms our hypothesis that fiscal variables (namely government spending and revenue) do not respond significantly to business cycles in developing countries.
When considering the group of all the developing countries, we observe evidence that the economic situation captured through the GDP growth and the inflation does not affect the likelihood of fiscal adjustment, be it gradual or rapid. Conversely, inflation affects positively and significantly (though at the 10 per cent level of significance) the likelihood of gradual fiscal adjustment measures in SSA countries, with no significant effect for the other groups.
For the GDP growth variable, we find no significant effect for any of the groups of countries.
Regarding rapid fiscal adjustment decisions, it is only in LICs and Zone Franc countries that we obtain significant effects: inflation exerts a positive effect in LICs, and GDP growth exerts a positive effect in Zone Franc countries.
As expected, real exchange rate (REER) depreciation increases the probability of rapid fiscal consolidation in the groups of developing countries and SSA. However, the effect of this variable is not statistically significant for LICs and Zone Franc countries. Regarding the gradual fiscal consolidation, as expected theoretically, REER depreciation decreases the likelihood of its occurrence.
We observe evidence that IMF programs do not affect the probability of fiscal consolidation (be it gradual or rapid) in the groups of developing countries, LICs, SSA and Zone Franc countries. adjustments. An explanation for these surprising positive effects is that the more responsive a government is to its people in these two groups of countries (the higher the score of democratic accountability), the higher will be its inclination to adopt fiscal retrenchment measures to put its public finances on a sustainable path if in the previous year it has adopted fiscal profligacy measures.
Recall that our measure of institutional quality tries to reflect the efficiency of the public sector in which strong institutions are likely to foster higher revenue for a given tax system and in which the power of rent-seeking vested interests that have a stake in impeding fiscal adjustment diminishes. Accordingly, if the rule of law is a good proxy for the institutional quality, our results suggest the absence of a significant effect of strong institutions on the probability of implementing gradual fiscal consolidation measures in all the groups of countries. Whilst, as expected, rapid fiscal adjustment measures are driven by lower quality of institutions in LICs and SSA, we find that in the groups of developing countries and SSA countries, the quality of institutions does not play a significant role in explaining rapid fiscal adjustments.
CONCLUSION
This paper examines the impact of migrants' remittances and the unpredictability of aid flows on the inclination of governments in developing countries to adopt fiscal adjustment measures. The study is conducted over the period of 1980-2007 and on a sample of seventyfour developing countries as well as on three sub-samples: low-income countries, sub-Saharan African countries and Zone Franc countries.
After controlling for several variables in a conditional logit model, our results suggest that migrants' remittances increase the likelihood of fiscal consolidation, be the latter gradual or rapid. This result remains valid for the different sub-samples analysed in this paper, except for low-income countries, for which we observe no effect of remittances on the decision to consolidate the budget rapidly. This result suggests that despite the well-known positive macroeconomic effects of remittances, the rise of the latter appears to lead governments' recipients in developing countries to adopt fiscal profligacy measures and to consolidate their budgets further. Better management of the revenues derived from these private transfers during their booms could help avoid such situations and allow greater room for manoeuvre for governments' recipients to implement countercyclical measures during bad times.
Unexpectedly, we find that the unpredictability of aid inflows, except in SSA countries where the effect is strongly positive and significant, does not affect the adoption of fiscal consolidation measures in all the groups considered. Celasun and Walliser (2008) , to solve the persistence of aid predictability problems, suggest reconsidering the mechanisms of aid delivery to developing countries. One possible way, as discussed by Eifert and Gelb, is to lengthen the aid allocation periods and tie them to slower-moving country indicators rather than reconsidering fast-disturbing aid volumes annually within annual conditional frameworks. They particularly suggest committing annual budget aid disbursements over a long-term period as long as the indicator for the broad country framework, such as the Country Policy and Institutional Assessment (CPIA) of the World Bank, remains stable within a given range. An extension of this study could be to explore theoretically the different mechanisms through which developing countries (especially those of SSA) on one side could manage their remittances to avoid negative halshs-00677108, version 1 -7 Mar 2012
effects on their budgets and thus their spending plans, and on the other for developed countries to reconsider their mechanisms of aid delivery to make it more predictable. Author's calculation based on Overseas Development Assistance (ODA) variables.
For the computation of this variable, we use the forecasting equation described in section 6.1. ODA data stem from the OECD Development statistics.
FCAlesina
Episodes of large (rapid) tight Fiscal Policy.
Author's Calculation using data from World Bank Development Indicators -WBDI (2010), Government Development Finance (GDF) -2010 and Alesina and Ardagna (2010)'s definition of "fiscal consolidation episode".
For this variable, we use the definition of "fiscal consolidation episode" of Alesina and Ardagna (2010) . These calculations are based on total government revenue (excluding grants), expenditure, interests payments on government's debt and GDP data. The total government revenue and government's spending stem from CERDI's database. The interest payments on external debt stem from the Government Development Finance (GDF) -2010. The source of the GDP is the WDI 2010.
FCHeylen
Episodes of gradual tight Fiscal Policy.
Author's Calculation using data from World Bank Development Indicators -WBDI (2010), Government Development Finance (GDF) -2010 and Heylen and Everaert (2000) 's definition of "fiscal consolidation episode".
For this variable, we use the definition of "fiscal consolidation episode" of Heylen and Everaert (2000) . These calculations are based on total government revenue (excluding grants), expenditure, interests payments on government's debt and GDP data. The total government revenue and government's spending stem from CERDI's database. The interest payments on external debt stem from the Government Development Finance (GDF) - We use the Total Net disbursements of ODA in US current Dollars (source: OECD.Stat DAC dataset) that we divide by the GDP in US current Dollars (source: WDI 2010).
Primdef Primary Deficit in % of GDP Author's calculation using several sources of data: CERDI's Database for Government Revenues (in % of GDP) and government expenditures (in % of GDP) and the GDF (2010) for interest payments on government debt (in % of GDP).
The Primary deficit is computed for each country as follows: Primary Deficit = Expenditures (in % of GDP) minus total revenue, excluding grants (in % of GDP) minus Interest payments on government debt (in % of GDP).
NumberfcAlesina
Number of prior adjustments using "FCAlesina"
Calculation of the Author by focusing on the variable "FCAlesina" For instance, if there is a continuous adjustment over 4 consecutive years, it is considered as 1 adjustment.
Numberfcheylen
Number of prior adjustments using "FCHeylen"
Calculation of the Author by focusing on the variable "FCHeylen". For instance, if there is a continuous adjustment over 4 consecutive years, it is considered as 1 adjustment.
VariablefcAlesina
Time since previous Adjustment for "FCAlesina"
Author's calculation Variable constructed by the author at the same time as the Splines variables used in our study.
VariablefcHeylen
Time since previous Adjustment for "FCHeylen"
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